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1. General School Aids Payment Delay

Sections 1, 3, 4 [as it relates to reductions in school aid; delayed payment and
transfers], 5, 6, 7, 22, 104, 107, 108, 109, 110, 9137, 9237 and 9437

Sections 109, 110, 9137, 9237 and 9437 implement an additional general aid payment
delay of $125 million, from $75 million under current law to $200 million, beginning with
payments made in July 2008, which are applicable to the 2007-08 school year. In
addition, section 108 changes the date of the delayed payments from the fourth to the
first Monday in July of the following fiscal year. Finally, sections 1, 3, 4 [as it relates to
reductions in school aid; delayed payment and transfers], 5, 6, 7, 22, 104, 107, 108, 109
and 110 create a mechanism to reverse the $200 million delayed payment, restoring
some or all of the delayed payment to the appropriate fiscal year using additional
general fund tax revenue realized by the state.

I am vetoing these provisions because | object to further exacerbating the state's
generally accepted accounting principles deficit and because, more importantly, it
creates a risk of future cuts to education in the next biennial budget.

2, Tobacco Bond Refinancing
Sections 14, 15, 17, 23, 24, 25, 26 and 9255 (2)

Sections 14, 15, 17, 23, 24, 25 and 26 authorize the issuance of appropriation bonds to
refinance tobacco settlement obligations. A cross reference relating to the definition of
appropriation obligation under s. 16.527 (2) (am) is missing. Therefore, | am vetoing
section 17 and partially vetoing sections 14, 15, 23, 24, 25 and 26 in order to address
this technical problem. As a result of this veto, the Department of Administration will
also be authorized to refund the tobacco appropriation bonds in the future based on call
provisions included in the bond structure.

Section 9255 (2) authorizes the transfer of monies from the permanent endowment fund
to the Medical Assistance trust fund in fiscal year 2008-09 if appropriation bonds related
to tobacco settlement revenues created under the bill are issued before July 1, 2009.

I am partially vetoing section 9255 (2) to allow the transfer to occur any time during the
2007-09 biennium to provide maximum flexibility in ensuring a balanced budget.

While | agree with the Legislature's goal of reducing the interest cost of the tobacco
bonds, | disagree with the amount of the up-front payment. The bill provides the
Department of Administration secretary with the authority to structure the tobacco bond
refinancing. | am requesting the Department of Administration secretary to structure the
refinancing in a way that is most cost-effective for the state, including a lower up-front
payment.




3. Lapses or Transfers to the General Fund
Sections 119 and 9201

Section 119 limits the amount of funds that can be transferred from the Department of
Transportation under the provisions of 2007 Wisconsin Act 20 to no more than

$50 million over the 2007-09 biennium and specifies that the transfer must come from
the appropriation for state highway rehabilitation.

Section 9201 authorizes the Department of Administration secretary to lapse or transfer
to the general fund $69 million in the 2007-09 biennium and in the 2009-11 biennium
from all executive branch agency appropriations, except for appropriations for school
aids, SeniorCare, tobacco use control grants, and for the Departments of Revenue and
Transportation.

| am vetoing section 119 because | object to the restriction on the amount of funds that
can be transferred from the transportation fund to the general fund. Meeting the lapses
necessary to address the budget deficit requires flexibility in setting priorities in all
programs, including transportation. The Legislature spent an additional $180 million
above the $350 million transportation spending increase authorized prior to this bill. This
represents a 22 percent increase in transportation spending over the previous biennium.
This increase can be scaled back and still maintain a very robust increase in highway
investments.

| am partially vetoing section 9201 in order to increase the lapse and transfer amount to
$270 million during the 2007-09 biennium in order to balance the budget. This increase
will help ensure a responsible balance in the general fund and avoid the need to delay
school aid payments. In addition, the partial veto also removes all exemptions in order
to provide maximum flexibility in achieving the lapse and transfer amount.

4. REAL ID Implementation Funds
Sections 9148 (1) and 9248 (1)

Section 9148 (1) prohibits the Joint Committee on Finance from allotting spending
authority in its supplemental appropriation to the Department of Transportation for
implementing the federal REAL ID Act of 2005. If the Committee does not provide this
supplement, the spending authority lapses to the transportation fund. Section 9248 (1)
transfers the cash associated with this authority, $22 million generated by a $10 federal
security verification mandate fee enacted in 2007 Wisconsin Act 20, to the general fund.

| am vetoing section 9148 (1) and partially vetoing section 9248 (1) to transfer only

$2 million of REAL ID implementation funds to the general fund and to allow the
Committee to supplement the Department of Transportation during the remainder of the
biennium for REAL ID implementation. The $10 federal security verification mandate fee
was enacted for the specific purpose of funding REAL ID compliance activities and




should be used primarily for that purpose. Additionally, the federal Department of
Homeland Security recently issued final rules for REAL ID implementation, and the
Department of Transportation will need funding during this biennium to begin complying
with those rules.

5. Required General Fund Balance
Sections 19 and 20

These sections reduce the required ending balance in the general fund for fiscal years
2007-08 and 2008-09 from $65 million to $25 million.

With a slowing economy, it is more important than ever that the state has a substantial
ending balance in the general fund. | am vetoing these sections to return the required
general fund balance to the current law level of $65 million in each fiscal year because it
is fiscally prudent. The bill | am signing, with vetoes, will leave a total estimated general
fund balance of approximately $100 million on June 30, 2009.

6. Authorization for Child Care Payments
Section 43

This section prescribes a specific methodology for reimbursing child care providers
under the Wisconsin Shares child care subsidy program. Wisconsin Shares recipients
are generally authorized for a set number of hours of child care per week. With limited
exceptions, this section would require that licensed providers be reimbursed for all
authorized hours of care, whether or not a Wisconsin Shares recipient actually uses
these hours. Under current law, the Department of Workforce Development has the
authority to implement administrative rules that establish an "attendance-based"
reimbursement methodology, which reimburses providers for the number of hours of
care a Wisconsin Shares recipient actually uses. To address a projected Wisconsin
Shares funding shortfall in fiscal year 2007-08, the Department of Workforce
Development recently published an emergency rule that reimburses child care providers
on a per hour basis if a Wisconsin Shares recipient attended less than 50 percent of his
or her authorized hours of care.

| am vetoing this section because it will prohibit the use of this methodology in virtually
any situation. Recognizing that the bill provides $18.6 million to address the fiscal year
2007-08 Wisconsin Shares funding shortfall, | am directing the Department of Workforce
Development to suspend the current attendance-based rule for the remainder of fiscal
year 2007-08. However, the Department of Children and Families (which will operate
the Wisconsin Shares program effective July 1, 2008) needs to retain the authority to
implement the rule in fiscal year 2008-09 given the possibility of a funding shortfall next
year.

I remain committed to retaining Wisconsin's tradition of broadly accessible, high-quality
child care, and | look forward to working with the Legislature to ensure adequate funding
for these programs.




7. Property Tax Exemption for Low-Income Housing
Sections 49, 50, 51, 52, 9141 (2) and 9341 (2)

These provisions allow educational, religious and benevolent institutions, and other
specified charitable organizations to use a portion of rent income from low-income
housing for certain purposes related to other commonly-owned low-income housing
without losing entitlement to a property tax exemption for the income-producing project.

Additionally, the provisions increase the acreage limit for low-income housing owned by
churches or religious or benevolent associations from 10 acres to 30 acres, with a

10 acre limit within any one municipality. The provisions would apply initially to property
tax assessments as of January 1, 2009. However, property omitted from the property
tax rolls during the years prior to 2009 will not be subject to retroactive tax liability under
the new provisions.

| am vetoing these provisions because they are major nonfiscal policy and should not be
included in this bill. These provisions implement a substantial change in the treatment of
certain low-income housing projects for property tax purposes that necessitates full
public discussion. | support tax relief for organizations that offer housing to Wisconsin's
low-income population; however, historically, this issue has been the subject of intense
debate and myriad solutions have been considered and discarded, which demonstrates
the need for public hearings on this issue.

8. Payments to Related Entities — Australian Unit Trusts
Section 66

Section 66 provides a definition for "qualified real estate investment trust," an entity that
is not subject to the rental and interest expense addback requirements created in the bill.
Among other requirements, a qualified real estate investment trust cannot be owned by
a single entity that is taxable as a corporation. The section further identifies certain
entities that, for purposes of the addback requirements, are not considered taxable as a
corporation. This includes tax exempt entities, Australian unit trusts and foreign entities
that are similar to U.S. real estate investment trusts.

| am partially vetoing this section to remove the provision that specifically identifies
Australian unit trusts as entities not considered taxable as a corporation because it is
redundant and unnecessary. The section contains other provisions that generally
address foreign entities with qualities similar to those of an Australian unit trust. Further,
should any Australian unit trust business structure not fall under these provisions, a
taxpayer may request that the Department of Revenue determine it is not subject to the
addback requirements upon proving that the structure is for legitimate business
purposes and not tax avoidance.




